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Attention:

EPA Docket 1D Mo, EPA-HO-0AR-2018-0283, NHTSA Docket 1D No. NHTSA-2018.0067

Subject: Comments to the Notice of Proposed Rulemaoking for the Safer Affordable Fuel Efficient {SAFE)
Vehicles Rule for Model Years 20212026 Passenger Cars aned Light Trucks

Deor Siror Madaem,

On behalf of Valkswagen Group of America, Inc., "Volkswagen”] | hereby subrmit writien comments regarding the
Matice of Proposed Rulermaking {MPRAM for The Sofer Affordable Fuel-Efficient (SAFE) Vehicles Rule far Mode! Years
F021-2026 Possenger Uy and Ught Trucks published in the Faderal Regisier on August 24, 2018, This ieins
MPRM, published by Natfional Highwoy Traffic Solety Adminisirotion {NHTSA] and the Enviranmental Protection
Agency {EPA), seeks comments regording preposed changes o the Mode!l Year 2021.2026 light-duty vehicle
Corporate Averoge Fuel Econormy [CAFE) and greenhouse gas [{GHG) stondords, Thess comments are submitied
by Volkswogen Group of America, Inc. on beholf of Volkswagen AG, Audi AG, Bertley Motors, Lid., Porsche AG,
Autoraobill Lamborghing, 3.p.a. ond Bugatti Automobiles SAS. {collectively, “Volkswogen”}.

Yolkswogen supparts confinuous reductions in vehicle greerhouse gos [BHG) smissions ond improvements in Heat
fuel econory. Volkswagen confinues fo develop and bring fo market advanced vehicle technalogies aimed o
achisving ervironmental ard energy Impravements while mesting the needs of our diverse customers. Volkswogen
apprecicles the opporiurily o provide these comments on the SAFE NPRM.

Challenges and Opporfunities for Revised Standards

Yolkswagen i committed firmly 1o the need to raduce greenhiouse gos smissions in order fo protect the environmert,
The tronsportalinn seclor hus on imgo*’mm responsibilily ond opportunily o lend with technologies thot address
global environmental threats, The Compary supports o keward locking fﬁguin’m;y fromework that will provide for
continued reductions of greenhouse gus emis from motor vehicles and improvements in fleet fus! economy.
The Compary believes %va? the zurrent single nationad progrom for regulation of greenhouse gas emissions ond
fuel economy is essential to efficient functioning of o marketplace i an industry with long lead times. Volkswagen
srges EPA, NHTSA and Californio to continue their effors jo forge o compromise oround one national progran,
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The possibility of profracied and costly legal disputes in the obsence of an agreed vpprooch would bring uncertainty
aned neediess complexity 1o an already chiallerging framewark,

As dliscussed Turther herein, Volkswogen's Roadmap  hos lounched on nggressive global strotegy 1o transition
ropidly o eleciric drive, In the near term, foctors such tow fuel prices, higher demand for light frucks, slower than
emem‘ad adoption of slectic vehicles, and slower development of electric chorging infrastructure are ohstocles to
the reduction of gresnhouse gos emissions.

Volkswagen can support the existing standards for GHG emissions and fuel ecanomy os long os additional and
exterded Hexdhilties are incorporaied in the new regulotion. In particular, the Cormpony considers the elimination
of the upsfream emissions birden on aleciric vehicles o be 1 prerequisite to o successtul program,  In addition,
continued ond exponded electric vehicle multipliers, streamiined off oycle creds wovisions, ond other measures
discussed within Hhese comments will be needed to fodlitate complionce.  Ever with these improved flexibilities,
complionce would be difficult, requiring higher than profected BY adeption ond/or product curtatlment aciions that
would dampen demand for new vehizles. Volkswogen also could support reduction of the existing GHG and fuel
sconomy targets provided that those reductions are ogreed 1o by the federl gavernment and Celifornia as part of
one paticnal program,

Volkswagen supports the continvation of a coordinated One Nafional Progrom that achieves the goals of
Federaland Stote poriners

Yolkswagen believes that the cortinuation of an dligned Federal and State One Mational Program {ONP) can most
efficiently achieve improved environmental and energy security outcomes while allowing munufocturers to comply

with rultiple regulations with a single fleet of vehicles sold Notionwide. VYolkswagen believes that the Federal and
Stote nuthorities con jointly arrive o o Final Rule that will mairtain ONP and develop overall standords for model
years 20213026 that will provide industry with o dureble, achievable set of regulations that are in bolance with
the market. Mointaining ONP will help drive investment info advonce wehicle fechnologies, further exponding
affordable choives for deaner, mare efficient cors and frucks. Misaligned stondards con defract from achieving

policy goals and soddle manufaciurers and consumers with addifional costs nnd unnecessary camplicotion.

Volkswagen supparts policies aimed at achieving continuous improvements in fuel economy und
reductions of greenhouse gases from new avtomobiles

Euppaﬁ ng ervironmental ond energy security cutcores reflects values embedded within Volkewogens sustoinability
policies’. These policies ariculate the importance of pursuing sconomic, sockyl m'mi @méagimi abiectives
simulioneously ond with equal energy. B is Volkswagens' aim to wreale losting wolues, offer good working
conditions, and canserve resources ond e eovironment. Tathat'end, Volkswogen support ,om‘swms reduciions
in vehicle fleet average GHG emissions ond ongoing improvemerts in Heet fuel economy. chikvwagen continues
to commit exensive development rescurces to improving conventional vehicle technologies such as advanced
gnsoline cambustion engines. ln porallel, Volkewagen is also committing w""p:ec:atierz?eu rwestmant into o ful
range of innovative vehicle elechrification technologies ronging from mild hybrid systems 1o full batlery electric
vehicles built an off new dedicated BV plotforms. These technologies will be produzed and delivered of scole ond
into muorkets worldwide and with the level of quality ond uiility demanded by our customers.

Volkswagens’ “Together-Strategy 20257 is ocosferating vehicle slecirification across the Group

in Volkswogens’ “Together-Strategy 20257 business plan, the Group has lounched substantial new investmerds in
%echmoaogies, such s vehicle slecirification, that con help ochieve deep reductions in carbon emissions from our
vehicles, Roodmap F is the Tourdationi plon for the eleciification of vehicles across Yolkswagen's diverse ronge
of brands. Roadmap F launches one of the most comprehensive electrification offensives in the automobile industry

dirming to deliver slectric vehicles for everyone, Roodmop F includes o broad exponsion of eleciic drive
£ ¥ f
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rechnologies, including unique vehicle plaforms specifically designed for fufly electic vehicles.  In addition,
Rondmap § outfines direct investment info research 'of advanced, next generation battery technologies and in
ishing centers of excellence within the Group. Finally, Roadmaep E involves establishing portrerships ooross
he necessory 1o ensure the future production capadiy of battery cells needed o

the woridwide supply base thiat vl
rmeet the demand of cur future elactrified flest,

the importance of coordinated policies that support the consumer, build new fueling infrastructure, and
promote advanced technuology vehicles

Votkswagen continues to belleve that the best apportunity for successfully achigving long-term fransporiation energy
and emviranmental goals is vis cowrdinated palic fos ! that gmulianeously incentivize technology, bulld infrastructure,
and support zomumer adoption. Coordinated policies can help build the confidence neaded to achieve an orderly
fransition 1o new advonced vehide fechnalagies within the markeiplice.

Fleet average reguintions have the opportunily 1o help provide both the long-term cerainty and the inherent support
needed fo sieer investment irfo more efficient, but offers more oostly outomotive fechnologies, such s slectrified
poweriraing. Polivies such as TAFE and GHG con be daveloped to provide stringers, but ochievoble targets over
o long time horizon whils concurrently helping manufaciurers arhieve those targets thiough supporting Sexbilit

and progromenatic mechanisms,

Reguloting cars olone will not deliver the enviranment irmprovements needed # our customers do not feel supported
and canfident in choosing fo embrace advanced powerirains. Policies that build consumer owareness, provide
valuoble fnoncial and rorfinancial consumer incentives, and fund the deployment of new fueling infrastructure
are ertion] b providing comsumers the confidence thot they will be supparied ot the point of sale ond over the
lifetime of ownership, Without coordinoted support, eviderice suggests thot consumers may hesifate to transition
to new fechnalogies, or they may find that the higher upfront costs simply remuin out of reach fnancially.

Vilkswagen opplouds the efforis of individuals invalved in transportation policy who are focused on building
gwareness ond Increasing the number of supporting policies af the Federal, Siote and local levell Volkswagen
recogrizas that these policies have to compete for limited rescurces and thet in mony coses the outcome i less
than originolly desired. Volkswagen siresses the imparance of maintairing such policies over the course of the
time period being considerad within this NPRM, Losing support just when o market is beginning 1o fransition will
negatively offect the trajectory of growth,

e

Volkswogen appréciates the opportunily o provide comments fo this MNPRM ond looks forward e fusther,
colloborative engagement with the agenvies. Should you have any quesfions regording technical content of these
comments, pleose contact Mick Tomborra of {748} 7544584,

o E?‘E‘

WQ@&&% A

oh Sutschek
5 Director
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Appendix: Volkswagen Group of America VWGoA] Comments fo the SAFE NFRM

T, COWBIVIEIN o ivvecnrssrsccinsssstco sinsdeeeeans o s s v s rRh b raa b a e e e e T g wh e e e b
2. importonce of Algning Regulations and Market Demuond v imioniinsn i 7
3. BECTION COMNFIDENTIALL Volkswagen Near-Term Complionce through 2018, 8
1 Review of industry complionce challanges through 2078 model yeor oo 8

3.2, Currert Chollenges in Comalying with EPA GHG Standards through Model Yeor 2018 ... ceverneens 9
33 Curent Chalisnges in Complying with CAFE Stondords through Mode! Year 2018 e R
4. [SECTION CONFIDENTIAL] Forecosted Long - Term Compliance through 2025 e 1
4.1, Comwents Regarding Complionce Plarming s s s oo H1
4%, Overview of Volkswagen Comgliante Plary Through 2025 v e bt et 1
5. [BECTION CONFIDENTIAL] Overview of Volkswagen Technology Pathways Through 2025 ... e 15
5.1, incremente] Costs and Effectiveness of Powerrain Technology v v o 14
5% Cost Risks for Commadity Traction Botlery Chemieals Lo it 17
5.3 Market Adoption for FleaiFCONON . i asis s ans st ra s e s oase s ra v 18
5.4 Agency Yehice Modeling oot e ROV e
4. Comments on GHG and CAFE Stondards .o SO OO UUUTT O PTUT 20
& [SECTION CONFIDENTIAL] Compersating for CAFE Credit Restrictions that Misalign Complionce 20

7. EPAGHG Progrom IS c s oo sons oo o s s e e g 21
7.1, Eliminoting Upstreor Emissions for Electrified Vehicles ... VUV FURVOUPP S 21
7.9, Pdending ond Erhancing Advanced Techrology Vehicle Incentives fUpdate language) oo, 22
7.3 Enhancing OHCule Crsmis oo v oot ammracionmose foemn e s cos e i neseimt s s rayas s rgssionss 23
7.4, Continuing the Air Conditianing Creditsoov i P ea s e e s 26
7.5, Extending EPA GHG Credit-Corry Forward oo SRR VU RYUUPROVUP 26
8. NHTSS CAFE Progrom FlerBilies ..o s s o vy see et ke s 28

8.1, Advanced Technology Vehicle Mullipliens in CAFE

8.2, Expond CAFFE Fuel Consumption Improvement Yalues for hybrid frucks to ofl byl

8.3 Mointolning CAFE Credit Teoding. oo i isins s bims i s s svess s e rsssns b sas s i 28
9. Addiional Progrom Flexibilities for NHTSA CAFE ond EPAGHG. o U 29
2.1, Specially Vehicle Low Mileage (3VAM) for CAFE ond GHG v ettt et e 25
G2 O rUse Reguirements v oo e en e ne e mt g N ne e e tats i rnn s n s anrs e 2
1 Strearnlining CAFE Reporfing..oiv v SUTEUUUE TR ST PUP OISR OO OPPRPOURR:. ¥
1001, Eficiend Siandordized CAFE Report Templates ... BN P JUPR UG ¥
26 Qatober 2018 Volswogan Groug of Americg 4
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10,2, Protecting Business Privacy i CAFE Cradit Tromsachons ..o osveneorsomsceorssteosssssiorasns on 33

po
T The Importance of High Oaome FUglS. it ree oo oo 35
26 October 2018 Volkswagen Group of i 5
26 Otober 2018 wikswagen Group of Amerion 5
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Volkswagen supports the goals of Ore Netional Program ond the underlying basis that o monufocturer should be
shile to achieve concurrent complinnce with Federal and State regulations for GHG and Heet average fuel economy
with o single flest of vehicles sold Nutionwide, Volkswagen encouroges continued discussions between Federal
and Stote cuthorities gimed of finding an ooceptable pothway forword that meels envirormental and energy
obiectives while providing industry with on achievable level of stringency thot supports the rieeds of eur customers,
Volkswogen offers the follawing comments in response o specific fapics within the NPRM.

-

The existing standards were informed thraugh extensive anclysis ond were based on informaotion available of the
fime. Now with the availability of actual performaonce and historic, rother than prospective, morket date, it has
became evidert that many of the assumptions that justified the level of stringency in the exdsting standards hove
simply not moterialize os expected, Predictions about the marketploce, energy prices, consumer response, and
technology development, each o o varying degree, monifesied differently than onticipaied.  Deta shows that
consumers are indeed shifiing towords cleaner, more efficient choices, but not af the poce, or s broadly os
snficipated. Despite significant investment by manufacturers, the market has been slow to ermbrace many of the
more efficient vehicles that were produced and of the volumes that were planned. The overall program is stil
advancing towards energy and environmendo] gools, but not of the rote os predicted.

The MPRM preserted todoy &5 o rondmop contal

ing options on how o move forward.  The ngencies have
presented o variely of annual forget levels and aptions far updating progrom flexibiliies in o number of allernative

scenarins. Volkswogen belisves that there ore sven additional options ond possibly new Hexibilities that con be
considered by the agencies and are presented within the comments. Each of the alternatives within the NPRM
snaintaing directional progress towards improving energy ond envirenmentel outcomes, but iIn o marner that dims
to better bulonce the sringency with market ccceptonce ond overoll complionce achievability,  Volkswogen
oppreciates being able fo comment or the range of allernatives within the NPRM. Volkswagen remoins committed
fo transitioning our fleet owards new technology vehicles, in o monner that is orderly ond in step with market
Hifions ond consumer needs.

The comments presented in this summary are oimed of finding o rensonoble pothweay forword, One that ochieves

e, and st
formation o

erviranmental and gnargy ouvlcomes, ncenfivizes techinology advoncement, seoures cormplian
impartanily, supports the customer. Volkswogen is commitied 1o supporting this rulemaking with |
help find the appropriate poth forword.,

]

26 Ociober 2008 Yolkswogen Groug of Amarica 5
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2. sortonve of Regulations and Market Dermand
Volkswagen is o full-line monvfogturer with brands inthe US m
segments. Volkswagen has commified in Roadmap £ o developing and marketing o ronge of slectrified vehicles
serass pur brands o top of confinuaus investments to improve comventional technologies. Volkswogen hios been
publicly revealing concepts for electified vehicles that will initolly be focused amongst the Compary’s premium
and perdermanse brands. Mowever, Volkswagen recognizes the importonce of extending elecirfication beyond the
er price segments wnd achleving eledhrification for sveryone ond has olso glonnsd for an extensive mllout of
vehicles in our mainsfream brands, of these vehicles will incorporate. advanced technologies that will deliver
g perfarmance while simullnneously helping Volkswagen achieve future compliance obligations with GHG

4

in
ard fuel sconamy.

As further described in 4 below, Yolkswagen continues fo project thot long-term compliance with the existing FPA
GHG and NHTSA CAFE augurel stondards will reguire o level of technology that may exceed future edoption rotes
by consumers, especially in moinstream market segments. In 5.1 below, Volkewogen hos provided upduied cost
estimates for many of these fechrologies. Agency cost data in previous rulemakings, and in this MPRM, have
consistently highlighted that advonced powertrain lechriologies, especiclly electrificotion, ore anticipated to remoin
rmore expensive than combustion vehicles over the course of the fime period of this NPRM. Despite these challengss,
Volkswagen is pushing forward with on orderdy fransition to 8l iotion and rediucing the GHG emissions and
fuet consumption of the Compuany's fleed,

Volkswagen confinues o believe that the Federal and State partners can determine o poth forword thet advonces
environmental ond energy outcomes while maintoin key market gapects such s moinstreom ofordability, Aligning
standards with maorket demond wifl help result in o successful set of regulations.

26 Cictober 2018 Volkewagen Group of Armedco 7
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3. [SECTION CONFIDENTIALL Ve

CONTANS CONBIRENTIAL BUBINESS IM

26 Dcioher 2018 Volkswagen Group of Amaicg B
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CONTAING CONFIDENTIM. BUSINESE

MECHRMATION, DO NOT RELEASE UNDER FOIS

28 October 2018 Yolkswoagan Group of America ¥
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SONTAIRNS CONPIDENTIAL BUSINERR INFORMATION, DO NGT RELEABE UNDER FOIA
26 Ooiober 2008 Votkswogen Group of Arurico e
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4, [SECTION CONFIDENTIAL] Forec

CONTAING CONFIDENTIAL BUSINESS INFORMATION, DO NOT RELEASE UNDER KO

26 October 2018 Yolkswagen Groug of Americg 11
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SO TANS DONFIRDENTIAL BUSINERS INFORMATION, I ROT RELEASE UNDER FOIA

26 Ootober 2018 Yollewagen Group of Americn 13

ED_002244_00008122-00012



EPA-2023-003165

CONTARNE CONFIDERTIAL BUSINESS INFORMATION, (8 NQT RELFASE UNDER FOIA

A

26 October 2018 Yolkswagen Group of dmering 13
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CONTAING CONFINENTIAL BUSINESS INFORMATINN, DO NQT RELEABE UNDER FOIA

P Cctoher 2018 Vaotkewagen Group of Americo 14
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S, BECHONCONFIDENTIAL] Overview o

CONTAING CONFIDENTIAL BUSINESS INFORMATION, DO NOT RELEASE UNDER FOI

26 COovober 2018 Yolkswagen Group of Americn 15
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CONTANG DONFIDENTIAL BUSINESS INFORMATINN, DO ROT RELEASE UNDER FOIA
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CONTAING CONFIDENTIAL BUSINESE INFORMATION, DO NOT BELEASE UNDER S04
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As discussed previously, Voii’ swager has commi ited W o broad tronsition to elechrification as refledted in ha
Campany's Boodmap T plon. s the marke! odopiion of this strategy, Yolkswogen could support the existy
standards for GHG emissions and be% sconomy 05 long os additional and extended flexibilies are incorparsted
i the new regulation as described in Rurther deteil in Zoand 8 below. I porticular, the Compony considers the
aelirnination of the upsiream emissions burden on electric vehicles in combination with extended advanced vehicle
multiphiers os being core changes that will help achieve complionce and support Yolkswogen's investment inlo
electrification. Even with these improved flexibilifies, compliance would be difficult, requiring higher than projected
BV adoption and/er product curtailment acions that would dampen demand for new vehicles.,

e,

Yalkswagen olso could suppont reduction of the existing GHG ond fuel economy annued targets provided that those
reductions are agreed 1o by the federal government and California as part of one notional program.  Modifying

”ﬂuai target rotes could be considered in combination with flexibilies, but Volkswagen would prefer that
fexinilities which support elecirificotion ore port of o fingl rule, Furthermore, Volkswogen supports scenarios fhat
meintaln nir condifoning leakage, efficency and oft-opcde fechrwiag«; credits over the duration of the programs.
Several of the alternatives infroduce the idea to removing these fexdbiliies. Volkswogen supports these Hlexthilities
and believes there ore opportunities o expand them further,

A1 SECTION CONFIDEMTIAL

DONTAING CONF

26 October 2018 Yolkawigen Group.of Americg 20
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PO :
The following are vonous key progrom flexb
will hove o sigrificont impact or incentivizing deployment and market adoption of advanced
and improve camplioncs with GHG ond CAPE stondards,

A GHEG Prograrn Flexibiliies

iHes related ko the MY2(22-20024 slondurds that Vollkswagen belisves
chrology vehicles

Valkswogen supports the fundamental basis that eleciric operation of PHEY, BEY and FCEVs should permanently
be coleulated within monulocturer’s fleel overage GHG perdormance ot Og COy/mi.

EPA should eliminate upstream emissions accounting for electrified vehicles in orderto fully support the
fransition fo elecirified technologies

Upstream emissions ore not emitted by elecirified motor vehicles. Battery electric vehicles do not have o toilpige.
Plug-ins electriz vehicles, while operating in ol eleciric mods, do not emit greenhouse goses from theirinilpipe when
the combusfion engine is not running. Upsiream emissions ore physically emitted by power generation farilities
whan consuming fesdstock used fo praduce electricity. Volkswagen suppors the premise that upsiream smissions
of eleciicty should not be accounted for in o motor vehicle regulation whaose scope is fo regulate the performaonce
of motor vehicles. Valkswogen does not control or influence emissions from another sector ord is opposad 1o
bwing held accountuble for those emissions in o motor vehicle regulation,

g feadstonk to genercie eleciricity used 1o propel eleciis vehicles results
in emissions of greenhouse gases. Volkswagen recagnizes that the rafe of emissiors is based in fum on the
feedstock and efficiency of the generaling facilily and the fransmission grid. Electricity generation is fhe US veries
carsiderably by region, however dota iHlusirates that overall the efficiency of generation and the fransition o lower
GHG infensive feedstacks is contribufing to a decline in the greenhouse gos intensity of eleciricity generation.
Shifting fo sources such as netural gas has helped achieved significant reductions in GHG emissions fram the power
sector. In oddition, the improving ecoromics for renewable generafion is further accelerating reductions in
ernissions os more mera-emissions sources wre belog intfegroted within production grids. Many of these generation
shifts are being driven by improved economics, but are also being supported by various regional and Stote
programs that arg motivaling corbon reduction from power generation. Yolkswagen belisves that the overall frends
in reduced GHG emissions from the power secior is cancurrently decreasing any upstream emissions that may be
atiributable to eleciric driving, Volkswagen recognizes that enrfier proponents of upsiream emissions accounting
were concemed fhat by net including upstream emissions the EPA BHG motor vehicle regulotion would miss an
apporturity for further overoll Heet emission reductions.  However what is becoming apparent is that by actions
taken by the power generation sector and through regulations ond progranes that include the power gensration
secior, emissions from electricity production ore already folling and that this impravement should help assuage the

Yolkswagen acknowledges that consurmin

fed venicles inte o manutocturer’s fleet, The

T

Including upstreom emissions reduces the incentive o degloy elec:
existing GHG regulotion provides o limited volume for electrified vehicles that can be exempt from upsireom
ernissions accounting, EPAInitolly sstoblished this Bexbility In recognition of the inherent chollenges manufaciurers
tace when deploying electrified vehicles into the markeipluce. Volkewogen believes that those underlying chollengss
remairt ond that the policy supporiing zero upstream occounting continues fa be o relevant,

The projected agency costs for full slectic and plug-n electic vehicles remaing considerably higher than for
canventionol or even hybrid vehicles, Figure 13 llustrates the impoct on projecied complianze T ratings for o
vehicle with advanced combustion, hybrid, plug-in hybrid ond Rl eleciric powsrirain technalogy. # becomes
immedictely opporent that o PHEV would be rafed in a manufociurer’s fleet avernge GHG calculation af o neor
ideniical level of perdormance as o rediional strong HEV. This meors thet any complionce benelit associcied with
the higher cost oll eledivic drive hardware and significantly upsized troction battery would be nearly erosed. This
would not indentivize deployment of this technology.

25 Qctober 2015 Votkswagen Group of Americo 2}
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Within Section X of the MPRM, FPA seeks comment on advanced tfechnology incentives.

EP4 Should Extend the Flectrified Vehidle Multiphier to Afign with Lotest Market Projectians and maximize
the Incentive for Broad Markat Adoption

EPA adopted slectic vehicle multipliers during the original development of the 2017-2025 standards in order to
incentivize deployment of the technology into the marketploce. The fiming ond schedule for the mullipliers were
expected io coincide with the early fransition of the market towards elecirified. The concept being that the multipliers
would start and be most effective during the early morket deployment and thus help build the momentur needed

e ndoption.  Then as the morket achieves broodaer
adoption, the mulipliers would phase-down and eventually expire.  However, many of the early predictions for
jed vehicle deployments foiled fo muterialize and the “ramp up” now appeors fo be deloyed until post the
fime thot the mulliphiers expire. While soles volumes of BEVs and PHEVs have hod somie success in cerain regions
and morket segments, overoll market share has foiled to oceelerate und remuins low when broadly compered o
internal combustion angine vehicles. Thus, while the underlying basis of the multipliers remains volid, the fiming
celative to market realiies is now out of syne and needs to be recomidered. VYolkswagen predicts that the current
r sehedule will not deliver the intenderd maorket and complionce incentive us originally infended und should
be extended and exponded trough 2024,

% transifion the broodsr morket towords electrified vel

Yolkswagen supports extending and expanding the ndvanced fechnology multipliers as shown below in Table 3.
The underlying basis for this proposal os explained in industry cormments in more detail is to olign the level of the
muliiplier with the incremental cost and projected COy reduction ossocioted with electric drive components wher
compuored fo the costs of canventional technology. Volkswagen supports this os o foiv basis for the proposed
ivitiplier level,
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(‘$2{} 7

" fosss gjmJ
$T659
(1% 613 g/mi)

Light Duty BEV Inventive Multiplier = 15%

ATV Type FAY F09TMY2076
Alliorce Proposed BEY Multinlier 4.5
Alliarcs Proposed PHEY Mul 4.8

Cradits tor a?f—\,»;«: s and eir condiffoning echnologies play in impordant role for compliance with GHG and CAFE
regulations.  Volkswogen continues fo believe that credits for off-cycle technologies is on important program
Hexibility cimed ot both incenfivizing and accounting for emission reductions delivered by these technologies.

Volkswagen supparts maintaining and even expanding the applicobility ond scope for the off-cycle pragrom within

the EPA GHG regulution.

Manufacturers need certainty in future complionce planning, therefore Volkswogen asks 1o simplify the epplication
for listed credits ond testing o achieve a fransparent, fast and relicble instrument for compliance.  Alllance
comments. bave outlined points with regords to EPA's curent process to approve additional off-oycle credi
technologies that hove shown benedits In the real world, Volkswagen believes significont volumes of off-cycle credits

will be essential for the industry in order to camply with the GHG and CAFE standards through 2075,

Volkswagen Supports Streomiining of the OF -Cydle and Mokhile Air Conditioning Credit Approvel
Processes in Orderto Incentivize Further Daployment of Advanced Technologies

The first oppartunity would be to allow monufocturers 1o leverage off-oycle techrologies previously approved under
the olternative opplication process, The current alternotive method process 13 Hime and resource infensive, but
necessary for new technologies that hove yef fo establish ¢ technical busis for emission redusion polential,
Volkswogen supports alfawing manufaciures to cloim credits for lechnologies olready approved for use fram other
munufocturers without having 1o fle o completely new ond seporate application. Portiens of previously approved
applications could be leveroged # the underling fechnology is used in a similer monner as for the arigingl
applicant.  Allernatively, the technology could be odded to the menu fist, thus shorening the application
preporation fime and minimizing EPAS review and opprovel rom subsequent monufociurers using the same
fechnology. There could be on opporunily to save resources by cllowing manufocturers to levernge previcusly
approved opplicotions and aveid duplicative festing ond engineering analysis,

Seeond, Volkswogen notes the Allionze praposal fo shorten the time it takes the agendies 16 evalucte and make the
final decision on manufacturers” alfernative methodology anphcm;ms Appreveol fime for some applicotions has in
some ooses exiended bevond the guzde ines us described in 40 CFR 86.1869-12 {d], Volkswogen su pg@ﬁz the
Allionce recommendaiion that off-oyde alternolive me?f‘mmmv applications be npproved offer 90 doys i the
agency has not reviewed the opplication for completeness or published o complete application in me ?edaf*a
Register. Agoin, this will heln ensure ceruinty in fimely responses from the agendes and allow for mamufacturers o
add fechnologies to the morket of o foster rate,

P 3 o ot

Vollswagen supports removal of the 10g/mile fleet cap currently In ploce for pre-opproved meny eredt Fems,
g e i ¥ 2 i 5

wry continue to invest in new offoycle

Alernatively increasing the cop to 15 ¢/ mile would be helpful, Marudac

£
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technologies and implement them across their entire fleal,  The use of off-oycle technologies ore already exceeding
the agencies’ expectotions. As the progrom confinues, the expectation is that manufocturers will confinue fo
introduce more off-cyele fechrologies wnd run concern is that this vl

nurers would have o switch to the

ke risk of hitting the flest overage cop.
stifle addiional investrment into mre ofl-cycle technologies because man
more complicated and ime corsumer application process.

Yodkswogen supports expandi

mg the pre-defined menu fist of off-cycle technologies with new technologies and
undated credit values for sxisting technologies. Since the menu was created in the 2012 rulermaldng, several new
technologies have been developed and are being implemented into the flest.  Adding these fechnolagies would
remove the need Tor duplicotive applicotions and would help drive further deplayment of the technologies.
Tachnologies such as sdvanced oir comgressors ond efficient altemators should be included in the pre-defined
meny list. These fechnologies hove diready been claimed by o rnumber of monufecturers through the program.

reefficlency exterior

ig ights Up 1o 1.0 bosed on sysiern
Waste heat recovery par 100W {scalable) 7
Flectric load reduction freal-world) 0072 per W
Solar roof panels tor batter charging with or withour 2.5 fwith active cobin)
achive cobin 334 ot octive coabind
Active aero per 1% Cd improvermant {scolablel 4.1936 0.3318
Frgine idie stop/stort without ar with heoter 1.5 fwithou!) 2.9 lwithout)
circulotion system 2.5 {with) 4.4 bwith)
Active transmission warrn-up (separote ciroult, ) 39
. « g e
HTIPECVES Warm-}
Achive engine warme-uly (seporole cirtull, improves 15 4.9
worm-up and) )
Thermal bypass vobve worm-up 0.5 [
Hule oil heater 1.5 3.2

Fihaust heat recirculotion syster fmuliiplier based
on any combinations of uciive engine, franamission,
or ade hesting warm-ug)

Caoled exhaust gas rediculation imulfiplier bosed
on any cambinotions of cctive englng, tronsmission, 0% roudtiplier
or uxie heoling worm-up)

Powsriroin bay heot retention and engine 1.5 {powerin

n boy heot retention]

encapsuitiion 3.0 lengine encapsulaiion)
High-efficiency altermnator VDASETI Y16
P controlled blower 1.3 ; 1.8
Brushless blower moltors Senfoble bused on motor efficiency
Brushless engineg fan mgtor 0.5 } 1.0
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Souree: Allance of Avipmobile Monwlocturers” Commenti Yor the Sofer Afordable Fuel Flident (SAFE] Vekiclss Rife for
Mode! Yeors 20212028 Passenger Cors and bight Trocks, Chapter .57, Fpand the OFCyele Tobie

Technologies o be included in the update offwydle credit table:
Fioh-Efficiency Alermators

Volkswogen believes high effidency olternaters con be implemented into a range of vehicles resulting in significant
alternator load reduction throughout cycle, significant reduction in dlfernator losses {2 1%} while mointairing same
cauf;}u*' and improved olfernotor efficiency equates fo reduction in engine load {~1.2%) which with o laad reduction
results in COy emissions improvement.  Volkewogen suppors the Alliance recommendation 1o add these high-
efficiency oliernatars and the corresponding formulas and colculations to the off-cycle table.  This would include
the Agencies stondordizing the coloulations fo dloim credits for these techrinlogies. These recommendations would
aflow for the Agendies o sireamline the process ond o angsuring manufactures they can caim credit for thess
alfermators.

Adteanred Alr Conditioning Compressors

For Volkswagen, several Group vehicles will be using the sume compressor techrology as compared fo similar
compressors with equal benelits that have been spproved previously by EPA for ather manulacturers. Bench tes
that wos done by a supplier was independent of any OEMs. Therefore, Valkswagen suppors the Alliance’s
argument recommends thot OEMs should fot be required to redo prwious swpplier festing,  Volkswogen
recommertds allowing on engineering anclysis i { te vehicle AC 17 fests with the A . '
adding the alternators to the off-ocycle table, Vobmwauem also supports the f-\i;scnm recommendation to odd mors
advonced compressors and the corresponding formulas and coloulations 1o the off-cycle table.

" A

o

Volkswagen supports removel of *i’zp?bormc» Caontrol Twcﬁnoiogg rrﬂd;? cap, Allernatively, the caps could be made
tess constroining if they were odministered us flest average credit caps, rather than per-vehicle caps. This may
couse some canshraint for passenger cory of the off-cycle credit cop, the credit-cap constroints ore much more
severe for trucks, and since the truck credits in general are h:qhe*

Adding thermal management techaniogles of the maximum cap for that coategary [4.3) brings the fuck cradit fotal
to 9.7 groms - just short of the 10.0-gram cap. These hypothetica! scenarios show that the off-cycle credit cops
could eosily become binding for o monufocturer that tried to implement o comprehensive program o apply these
technologies ocress ifs fleet ond ewrn the associuted cradits, espediclly i monufarturers ore infrodusing o lorger
shore of frucks iy its fleet,

)

Bibevss. Thvaars

V@Ekswm‘ i suppons the Aiimmce *u:wmme;ﬂdw»eﬂ bused on the Agencies” request for comment o restuciure the
aff-cyzle credit program by remaving the solor-thermaol technologies such os glass, point, cobin ventilation, and
venfiloted seats and combining them with the air condifioning efficiency technologies. The off-cycle credits
discussed in our comments os well s the Allionce SAFE NPRM somments pertain to efficiency improvements
unrelnted fo the oir condiioning and solorthermal technologies.  The updoted menus should reflect these
differerce

238, Ercburaging Su ; )
hin Section zi of the NPRM, E% seeks commant on CUM}I ers applying for of
supporis oliowing suppliers to lead the opplicofion process for o new off-cycle or air condiioning efficiency
technology credits,  Applications from o supplier should be treated identically to the methods used by vehicle
maonulacturers to' secure these new credits, Volkswagen recognizes that agencies intend o review technizal anolysis

c»,rc:ip fochn nologies. Volkswogen
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for new off-cycle applications and that under this proposal, suppliers will be responsible for engoging In agency
discussions ond being the source for supportin

g raaderial.

Air conditioning credits have been valuable to monulacturers and are profecied to be an impartant part of overall
complianee planning. Volkswagen supports Alliance and industry comments refoted fo oir conditioning efficiency
cradits.

Volkswagen Supports improvements in the A/C Credit program and the addition of new technologies Yo
the Menu

Several significant new dir condifioner efficiency and thermal cantrol technologies have been developed and
demonsirated in the eleven years since the publication of the 2007 BMAC report, which us stated in previous industry

comments was the basis for the current list of pre-approved MAC credits and the associated cops. Volkswagen
supports industny’s fustificotions for updating the MAC indirect credit pre-opproved list fo include these new
tachnalogies. Adding these technologies would accelerate their implementation and improve the cost fzﬁefi"vemss
of the reguintion.  Also, o more streomiined process would not only aliow manufacturers fo meest the agenciey’
exppciation of off-cycle & MAC usage aoross the fleel, but exceed future projeciions oe maore technologles are
adcwd inta new vehicles. In summary, Volkswagen continues fo support indusiry recommendotions 1o the reguiaiory
provisions, and request in general thot these mechanisms be refained.  Expand hybrid pick-up credit to aofl hybrid
cors ond trucks

i

28

up Trucks in geder o ncentiviz
segrment, Full size pick-up trucks cloiming HEV credit myst he
designated as-either Mild Hybrid Elsciric ¢ Strong FHybrid Eleciric Vehicle,  Volkswagen ond the Allionce
supparts Hexibiliies applied o mild ond strong hybrid possenger cars of holf the level of Jight duty trucks %o
gncourage their widespread azceptonce. Volkswogen also supparts the promotion hybrid technology throughow
the entire light-duly truck segment s opposed to just being limited fo pick-up Frucks. Smoller footprint light-duty
trucks foll on the lower port of the light truck footprint standords curve, which hos ¢ higher rate of improvement {in
cz‘;mga«nr‘, thirt larger trucks which - mokes them comporable fo possenger cars with similar technology offerings
and packoges. As illustroted in 5.1 above, costs for hybrid drive fechnologies even on passenger cars are projected
fa remain high and that market demand for these vehicles will continue to be challenged. Froviding compliance

support far these vehicles will help overcome other c?*aiiem;m and encourags further deployrent of this fuel saving
?e-chmiog,n Therefore Volkswagen suppors the Alllance In extending these flexibilities to possenger car hybrid
vehicles

During the fingl rulemoking EPA adopted o serd es of eredits for Full-Size Pid
ﬂep,wmer‘t of fuel saving technology info th

Within erfm: X of the NPRM, F?A ssaks commant or exending the carry forwerd lifetime allowance for GHG
credits sorned by monufgoturers.

Volkswagen supports extended GHG credit lifetimes

EPA has praposed ihree options for extending credits. First, credits earned from MY2010 ond loter would have
thair credit fife exiended through MY2025. Second, the lifetime for oll credits wouid be extended to o %mger fixad
period grenter than the turrmt five yeor lifetime, Third, GHG crediis bove on indefinfte Hefime, EPA suppors
these oplions by sialing thot “longer credit life would provide manufacturers with addiffoncl Hexibility, . potentinlly
reducing cosis?”. V»aiif swogen ogrees with this bosis and suppers extending GHEG credit [fetimes,

itis Empom'm% o lavel set the hosis for this support by reiterating that credits are earmed wher manufocturers achieve
lower COy flaet avernge emissions than otherwise renuired by regulation in any given model year. This typically

SHAFR 43464
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results from actions token by o manufarturer to deploy specific models or efficient technology often af o higher
cost. These technologies reduce the amount of GHG emissions that will be releosed inte the otmosphers over the
it%e'me of the vehicle, which could be over severo! decades. The resuliing credit mmed by o manutociurer for
having mode the product or technology invesiment that resulted in the reduced emissions shauldn’t be Tmited to
five years. As EPA has dearly recognized, each credit provides the muonufacturer with fomg,ixa nce planring Hexbility,
which as evident from recent madel year performance, can prove valunhile for long-term plonning.

Volkswagen believes that any of the three oplions briefly discussed in the NPRM have the apporiunity to imprave

Aexibility and achieve overall cost savings by exiending the fstime of credits earned.

With regords to the first option, extending MY2010 and loter credits through to MY2025, Yolkswagen wanls to
clarify that in proctice this would apply to MY20T10-2020 credits and that cradils samed for MY202T ond iater
would then revert to the existing five yaar lfetime. Volkewogen wanis 1o avoid inadvertently shortening the ifefime
of MY2021-2024 credits ¥ these would expire in MY2025 under this proposal. This nuance was not dear in the
preamble discussion of the INPRIM. Further, Volkswagen suppors that this modification would avervrite the exisfing

MY2UIC-2015 carydorward fo MY2021 in the current regulotion, Le. i adapted, MY2010 credits would remain
valid through MY2025. Volkswagen anticipates that the Himing of o Final Rule could result in the change oceurring
prior o MY2021 ond that  aversritien the issue could be moot for sarly credits. However, should the Fingl Rule
be delayed, or otherwise Tigoted, Volkswagen wants to ensure that any of the early credits that otherise would
have expired In Y2021 con be mode eligible fully through M“?Qf\; This clarity will help with any plorming thet
coutd be incorporating eamed or purchased MY2010 creding irr cose the timing of the rule slips 1o the point
where these early credits could begin fo expire.

ot

i

With regards to the second opfion of simply extending the generdl Hetime of cradits to something longer than §
years, Yolkseagen would pr c:p@se art eleven yeor fetime, With fhis approach the MYZ010 credits would maintgin
the MY2027 opplicability olready in place via the existing MY2010-20158 corry-farward provision.  This unigue
provision ceuld then be remaoved in order fo simplify the regulatory tex. Allernoatively, Yolkswagen proposes o ten
year lifetime for credits. Ten yeors gererally oligns ww? 1 the fime horizon used by Yolkswagen for stratanic morkes
and complionce praduction planring for the US. T el of plaoning contains enough detoil to esfimate future
regulatory complionce projeciions ond being able 1o cu»fy m?egfc%e credits earned in o curent model veor would
provide plormers with maxdmum Hexibility In opimizing the use of sarned credits. This is consistent with the basis
EPAis using fo proposs longer Hetimes and will help Volkswagen manage overall complionce cost,

The third option of infinite credit [fetime would provide the deanest opprouch to credii accounting, Mot having fo
frock individuol model years ossociated with credits would significontly simplify complisnce occaunting nnd eose
odrinistrotive burden, Volkswagen believes in proctice credits would likely be used within the ?en year window as
described above, but again reducing the udminisirative burden would be helgful,

I general, Volkswagen would prefer to adapt the third option i for nothing else than to reduce the adrminisirative
reporting and bracking reguired for credits with on expiration. Vo P sweagen feels it is unlikely that credits would
remain unused for o period longer thot the fimeline of compliance planning as discussed in the second option,
Theretore, either the first or second oplion would achieve the flexibility needed. Finally, Volkewagen propases that
should EPA adopt any of the options above, the extended life provisions would be equally applicable for all credits
regurdless of whether they hove been retained by the origing! generating monufaciurer or subsequently traded o
fransferred.  This equol freatment is consistert with existing rules for credit wodes.  Volks SWOGRN 3208 No
itz fo opplying different fifefimes fo traded or ronsferred crediis.

programmatic ber
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The iollowing are various key progrom Hexbilifies related o the MY2021.2026 stan derds thot Yolkswogen believes
will have o significant impoct on incentivizing deployment ond market adoption of advanced technology vehicles
and improve complionce with GHG and CAFE standords.

¢

£

Volkswogen supports extending the EPA GHG advanced technology vehicle multiplier into the TAFE regulation vie
an additonal ri’uei COnSUIT nt volue {FC \f; ﬂmé wmukd rrodify a morfocturers CAFE Heet nverage.

hicles will considerably oddress the CAFE
onee c*“cziisxr‘qes ﬂu%wd in & cxbow ‘»/oEi:swmgen ms mmmd sheyt while the existing caloulotion for FHEVs
arvel BVs i the CAFE regulation does provids cowpi?wr\f'e berefit for ‘fhem vehicles, the level of support is not as
impact

LT

a5 i the (GHG regulation. Including multipliers in both rules will help aligr the progroams and support

the frongiion o elechification.

kswogen supparis sxponsion oi %he Fogbarid "ehé Yo FOIV to include ol vehicles, nof fust full size plck-up trucks.
As noted in the GHG fexbiliies saction, Volkswogen agrees that full size pick-ups will experience odditio e
challenges of implementing hybrid technology due to ulilily requirements for those vehicles. However as Hlustroted
in 5.7 abuve, costs for hybrid drive technologies even on possenger cars are profjected to remain high and that
market demand far these vehicies will confinue t be chalienged. Providing complioncs support for these vehicles
will haly

o

Wiihin Smhon X ofthe ?\P?fm NHTSA sasks comment on whether to sliminate CAFE credit rading from the CAFE
reguiction. Volkswagen does not support eliminating credit trading. Credit trading provides a complionce Hexibii
for manudacturers reguinted under CAFE, For wc;r;pi &, credits com be wed as o mechonism to help achisve o
sharthall in compliance within o given model yeor in oses where sales of high fuel efficiency vehicles may rot have
malerdolized os c»rz‘g-rmE v planned. This con occur in cases where fuel prices ore low, or where consumer reject
cednin fechnologies due to higher upfront costs. Other cases could include deluys in the introduction ot mindels
unforeseen develapment issues or manulacturing problers. Compliance credits olso con provide monufocturers
with the Bexibility in developing complionce plons os credits con Kl in gops thet could ocowr § plonner chose fo
alter vehicle deployment Himing or availability,

Trading of credits is commonly allowed in mony current emissions regulations in the LS. We see no evidence of
market folhures or cempizcafsom that have arisen foliowing the intreduction of credit frading for CAFE. Volkswagen
understonds Shet the discussion within the NPREM appears 1o suggest that approprisiely scoped sirdngency {"max
feasible”) would not require the use of many flexibilities, inchiding credit rrading. When examining stondards over
4 time geriod such as 2021-2026, thinking abaut the role of flexbiliies in relofien to max feasible stondards over
the whale fime period might not account for the year-by-yeor issues fhnd can arise jn which o flexibility such os credit
trading con help smooth out regularities that con ocewr, Credit cony-back and carry-forward olse Helps with veore
by-year comphiance, but in some coses those mechonisrs may already be included in complionce planning, Credit
trading is one additional tol that con help a manulocturer achieve complionce within individua!l years and over
the course of o programs fimeframe.
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Yo Addi Flew g oy PIHTE

; 3 - PA GG
Vatkswogen provides the following comments fo support the ine hman of two odditional programmatic Hexibilifies,
Volks wcz::;en believes that these it generally within the scope of the NPRM's review of program lexibilities ond con

be considered in this rulemaking,

Mot fh oz Vilkswogen produce several special ?y vehc tes which are often built of very fow volurmes and
target mcwl(u segrents with lower expected annuol use when campered with more typical mainstream cors.
Spedially vehicles ’*ypir ally hove extremely low production valume fimited by the unigue nature of technalogy or

ossembly with monufocturing processes that offen retoin hond-buil processes.  Specially vehicles ore typically
purchased by owners who use the vehicles infrequently for driving experiences such as weekend fours or frack
everds. These vehicles in many cases can be quite expersive and fenture technalogy that requires more Frequent
maintenance and upkeep which olsa contdbutes to mited daily use.

{oiven this, specialty vehicles over the course of yenr moy not ever approach the vehicle miles raveled of ypical
vehicles. In mony coses the specially vehicle will only ever approach o fraction of the sstimated onnugl vehicle
miles froveled {\/M 1 when *«:\mmre«d to more fypicot vehicles refleciad in the Mationdl Mousshold Transporation
Survey (NHTSH or in NHTSA's Vehicle Survivability and Travel Milsage Schedules. Specialty vehicles may rarely i
ever be used for many of the trip fypes with the NHTS dotobose such as regulor commuting ar driving children to
school. Often fimes the lmited uiility of such vehicles fle. fimiled seating, cargo, elc.) may preclude these cars
ffﬁm bt ﬂg F}f(»u ’“m' gverydoy rips such o these. In oddition, muny of the purs haaew of specially vehicles buy
ar itemns and ore prose fo bmiting the mileage in order fo preserve the volue of the cor

Rerely 1 ever will many specially vehicles approach the average ietime vehicle miles traveled (VM) embedded
within the CAFE and GHG requiation. Recall that s regulated under CAFE ond GHG, euch vehicle is assymed
w0 frovel o ‘fe’*aicfe sze’rirm Mi?s«wgﬁv {VU\,«‘;E Qf avar 195k miles for possenger cors am‘ | over 225% miiew for iigf«*

vthicles ?%m*? are hemidaf:i s Emmetﬁsme coE cior ems. As o resull, while o speciolty vah icle moy have mgh per
mile ervissions or fuel consumption, the actual emissions and fuel consumption will be very low since the vehicles
are driven of such low mileage.

meEk‘swagar‘ proposes that the EPA GHG and NHTSA CAFE regulations include o Specioly Vehicle Low Mileage
{SVLMY fleibility for vehicles that con dempnstrate imited predicied driving use. The bosis of this flexibility reflects
the foot ih:::% the limited use of o SVIM will by nature result in very low emissions ond actual fuel usage over the
me of the cor. A vehicle such os o SVIM will tikely never emit BHG or consume fuel to the level predicted
within the regulation for that cor. In many cases, even with high levels of emissions or fuel consumption, SYLis
will never emit as much OO or consume gs much ?uei o3 evan the cleonest hybrid vehicle that is used as a daily
commuter,

This proposal seeks to achieve squitcble freatment for ol munufocturers who produce low volumes of SYLMs that
may compete directly with specially vehicles produced by Small Volume Monufacturers [SYM) who are currently
provided unigue freatrment within the existing reguiations, SVMs are generally allowed 1o pefition FPA and NHTSA
for performance targets that reflect the unique conditions and possible imitations for sach SYM, Yolkswagen is not
contesting this provision and supports the ireatment for S¥iMs who may indeed hove limited access to development
resources or acness fo fechnology.  However, Volkswagen does recognize that in the markeiplace meny of these
S¥Ms produce vehicles which directly compete with the specialty models produced by Volkswogen.

* hits:/ /nhis.oml gov/

N
3
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This propasal does not seek to extend ar vtherwise modify the SVA freatment within the regulation. Volkswagen
rather proposes that each manufocturer be ollotted a very | m‘?ed anrusl produciion volume in which manvlachurers
could ploce SVLM model fypes, Within this limiled product volume, sach SYLM will retain thelr footprird derbead
performonce target {per mode! typel, but will utilize o modified VLM for determiring oy credits or debits assoviated
with the perdormance of the SVLM within the monufocturers fieet. The modified ViM would replace the standord
195,284 mites for possenger aufomolbiies and 225,865 miles fowr High

A modified VI could be determined based on application of the manufacturer fo EPA and NHTSA prior 1o the
start of the model vear using historic stotistical dota for specialty vehicles with similor marke! ond customer use
profiles.  This historic dato could be used to esioblish o reasonable estimate of use for the new SVIM and fo
determing o conservalive astimate of IV, The modified LVM would then mpﬁace fre standard LV for each SYLM
model ype in dll final year reporting where credits or debits are calcvlated for that vehicles {Le. faotprind
perdormance, A/C credits, off-cycle credits, efc) Volkewagen proposes that mi 3mqe’ over 17 years of lite by the
basis for the application since the full useful te requirement for COy s 12 yeors.

The dato in Figure 14 fllustrates an example of the a@dremei«; low in-use mileage for models produced by one of
the Yolkswogen Groups specioliy bronds, wmbarqhiné The groph shows the m«wrzqe adometer reading on vsed
Lambarghinis for sale in the US market up to iwelve yeors of age. This sample consists of over 1000 vehicles and
ftustrotes that aotual mi mqe far these specially vehicles s extramely limited. A twdv years of oge, the overoge
Henge is only approaching 18,000 miles. This is less than 10% of the regulated YIM used within the GHG ond
CAFE regulation. b audmwﬁ the data i unfrmm declining addifional mileage accumulalion per yeor of age. This
reans that even beyond the proposed twelve yeor window {consisient with full useful life for CQyg), these vehicles
are not expected io accumulate significantly more mileage. Mony examples of Lamborghinis fram1970s, or 1980s,
can be found with exceptionally low mileage,

Averags Mileage of UsedLomberghinis by Vehide Age
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A second onolysis conducied by Volkswogen examined the overoge mileage scrumulated on Bertley speciolly
vehicles being retumed of end of lease. : extrapolated the overage monthly or annugl mileage
accurnutated on these vehicle overthe term o The duio indicotes that for several of the Bertley spedially
rodels, the projected twelve yeor ev#rcupnimecé milenge wmiu endy approach 45,000 miles an average. Severol

ather models thot did shéw hicher gverage mileage are only ax ected 1o approach 95,000 miles of twele yeors
G F

of age. At these mileages, the Bentley models would only have 30-80% of the VLM used in the GHG ond CAFE
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s s very oonservalive since

regulotion. Yolkswogen further believes that the lineor extrapolotion used in this.anal
use trends indicate that annual mileage tends to decline with vehicle age.

Bentley Maodel Extrapolated 12 Yeor Mileage Projection Sof Raguloted VLM
Bertley 2-0r Sport Coupe &5, 000 mites 33%
Bentley 4-Dr Lorge Sedan 68,500 miles 35%
Bertlay 4-Ur Mid Sedan F8,000 enilas 5%

Both of these brands compete directly in the morketploce with models produced by SYMs. Volkewogen refterates
that this proposal is nat advacating against the special consideration provided to SVis rather that the proposal is

properly arcounting for the very low ifetime mileoge of these vehicles when compored ogoinst the regulated VM.

Volkswagen proposes that sach monudaciurer be ollocated o arinual production volume of up Jo 5000 vehicles
per year which can be designoled os SVIM ond apply for an aliemative lifetime milenge applicable to GHG and
CAFE coleulations,  This volume Js consistent with the volume under EPA BHG regulntion for small valume
munutocturers and therelore creates reasonchle equitolle treatment while dlso limiting the overall applicability of
the SVAM Hexhility,

Finally, Volkswogen wants to state that including the proposed SYIM flexibility is prediicied to hove no megsurable
impoct an the environmental and energy oulcame of the regulotion. As stafed obove, these spediclty vehicles are
oy for being driven less Fequently thon the regulotion current calculates. The SVLM proposal simply afternpls o
align the lmited actual in use of the vehicle with how the cars are being meosured in the reguiation for etime ton
emission of BHG and Betime fuel consumption. This alignment helps srsure mors sauitable treatment of these
vehicies within the overall Heet of o manufaciurer.
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Current in-use regulotions outlined in 86.1845-04 provide Hexibility in determining the mpplicoble number of fest
vehicles per test group, Fach large volume monufacturer is provided the flexibility 1o employ smoll volume sampiing
allowances for o limited number of totel annual production units. Volkswogen is praposing to modify 86,1845 1o
pravide o separate, addifonol small volume sampling ollowance aliocation of arnual produs
manufacturers plug-in hybrid vehicles.  This addifional allewance would only be appliceble through the 2025
model yeor and would only be applicable 1o TO testing requitements under the in-use reguictions.

movalume far g

The hasis for thiz Hexibility is roofed in the continuing evolution and development of troction drive battery cell
chermistries and battery management systems. This ongoing development is aimed at confinuously improving such
features a5 energy density, power, cost, and durability, As such the engineering processes for understanding ond
quaniifying long-term performance are still developing ond subject o resvoluation as rew chernigiries are
sxarmined.  Morufaciurers such s Velkswogen have ollocated significont capital in battery testing fo ensure that
serformance is maintained for consumers ond are also providing longer term baltery warranty provisions.

Yolkswagen helieves that the targeted flexibility will provide additionel time ta continue evaluoting chemisiries ond
reduce administrative tesfing burdens for o very limited production allocation per manufacturer, This provision will
further support plug-in hybrid fechnology development and degloyment.

84, 184504 table $04-07 footnote 2 con be modified o read o follows:

? Total annual production of groups eligible for testing under small volure sampling plon is copped ot o moadmurm
of 14,999 vehicle 49 or 50 state annual soles, or o moximum of 4,500 vehicle Californio anly scles per model
year, per lorge volume manufacturer. Throvah meads! vear P025_ o seporafe lofal onnuel production of plug-in
bybicd sleciic vehicle groups shall be stiable for festing under small yolume saompling pan os described above,
This afiacation sholl ol be aonficoble foexbaust SO ermission sfandaeds poder this subpart

in the NPRM, NHTSA has proposed o adopt by regulation o new standardized CAFE template for pre- and mid-
madel year reporting and for supplementol reporting, NHTSA oulines severol issues with current | ndusiry reporting
practices and notes that the goa! of implementing ¢ siondardized template Is fo reduce errors, Improve data quolity
and consisiency, enable input info CAFF datobases, and simplify reporting for manufacturers. Furthes, NHTSA
stotes that the incorparofion of flexibiliies into the CAFE progrom, Le. offtcycde ond A/C credis in model
2017, increases the complexty of the dato and further suppors the need for standordized reporiing.

planis

T

in gensral, Volkswogen supporis these gools ond ogrees thet stondardized templates can provide an opporunity
for improved reporting ord fncreased deto quality. Volkewagen further agrees thot the projected increcse in the
use of complionee fexibiliies in the CAFE program may add 1o the overall complexity of reporting os similorly
pxperienced when these flexibilies were incorporated into EPAs (GHG regulotion, Volkswogen oppreciotes the
extensive effort that appecrs fo have gone into crecting the proposed template thot was relecsed via the CAFE
Pubiic Information Center in stupport of this NPRM,

Voikswagen: hos reviewed the templaie with the goal of ensuring that the information being requested in this
template is efficient with regards o the scope of CAFE and is consisient with reporfing already being provided o

Volkswagen has reviewed the requested fields 1o understand if the extent of information being requested is efficient
for estimating CAFE projections without imposing undue reporfing burden. With regards to the scope of deta fieids
imcluded within the proposed femplote, it is Yolkswagens view that o template should request information necessory

g
L4
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a reasenable projection of CAFE complionce without overburdering the pre- and mid-
model yeor reporting process with extranecus informaiion,  4s required by 49 USC 32907 ond codified in
AFCFREZY, monulocturers are required fo subrmit reporis 1o the Secretory of Tronsportotion both before and during
o model year in order fo project complionce with fuel economy standards. Volkewagen belisves that it is reasonable
for the scope of informuation required fo be submilted o be focused on information needed to calculote projected
cormplionce and 1o provide necessary information on ather relevant topics such as vehicle clossification.  This
focused scope wauld meet the need fo project estirnmied compliance without requiring excessive input.

e pravide the gency with

The proposed reparting templote is populated with many flelds that do notimmediately aopear relevant to projecting
CAFE perdormeonce or align with the requirements in 537.7. There ore some fields thot ars relevant to ofher
ns regulations, such "Auxiliory Emission Control Device”, for which it Is not clear how this applies o CAFE.
n, there are some felds that no Jonger seem relevort in the spoce of automotive technalogy such s
"Distributor Colibration”. Volkswagen would again appreciate the opportunily o review with agency staff via in-
person workshops or other meons fo exomine and norrow the scope of information within the template 1o achisve
a remsonable scope of information that meets the needs of pre- ond mid-model year repariing,

Volkswagen wants fo ensure that any doto being provided within the NMTSA template is comsistent with doto heing
supplied directly to EPA and i possible o achieve both agencies reporing obligations with single sources of
inforration. The main goal is 1o ensure that dala is consistent ond thot duplicative entry of infermation is evoided.
Entering dote into separote templates creates risk that errors ore inadveriently infroduned.

Giver: this, Volkswagen does not support of this fime including the templote os proposed within the Final Rule.
Rather, Volkswager supports further industry engogement with agency reporting stoff fo discuss on efficient list of
data fields that can meet the projection gools and 16 snsure that pracesses required to populote those doto felds
are oligned with existing data reporiing processes across both agencies in order to minimize duplication ond
potertiol for errar, Volkswagen oppraciates the effort of ugency staff in cssembling this templote and looks forward
fo huture engogement.

By

As nated in 8.3 chove, Yo texhility in the
CAFE program.  Yolkswagen hos previcusly enguged in, and continues to explors, credit ransactions with ather
manufocturers a8 part of the compony's evalving comeplionce plon.

Cregit trades are business-in-business fransachions and can contain both nandal and non-finandal compensation
between the buyer and seller. Volkswagen views these fronsactions as being similar in nature fo other competitive
purchase agreements ond include features such os non-disclosure terms and sivict confidenticlity with regaords fo
costs and compersation.  Yolkswagen must compate with other reguloted menufaciurers for avcess to voluohle
CAFE cradits in any given model year, just as Yolkswagen competes with other manufociurers for access fo fuel
soving technology. To that end, Yolkswogen employs confidentiality during negotictions ond fronsociions in arder
to profect the sensifive business practices of both Volkswager and the seller. Revealing confidential purchase terms
could resulf in o competitive disadvantoge for both, Just as Volkswagen does not dis irsgg for fusd
vy, such as Tor turbochorgers or bottery packs, Volkswogen does not dis

se controct of

5e,

soving fechnologies from our sup
or infend fo disclose, purchose prices for CAFT credis,

I appears from languoge within Chopler X of the NPRM, that NHTSA hos been approached by “eniities wishing 1o
trade credits® and that these entities hove cited o lack of onsparency in the compensation lerms of ransactions
as indibiting the defermingiion of credit values. It appears that hoving gccess e this fnancial information would
help inform o decision by these entifies to possibly buy or sell credits. in response, NHTSA is seeking comment on
whather enfities that hove engoged in credit sronsoctions should be required 1o provide unfettered access o
corfidentiol financial, or noninoncial, compersation terms embedded within confidenticl credit fronsaction
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~onfracts. Putmore simply, should businesses be required to disclose otherwise canfidential prices for goods bought
and sold in order to enable new entrants inte a marketploce?

Yolkswagen does not sgppuf disclosure of corfidenticl Fnancial compensation ferms for credi %mmcr“v:)m
Volkswagen believas this is inconsistent with standard purchasing/selling prectices and could result in potentiol
uncompetitve outcomes in the credit market.  Camplionce plons, which may or may rot include the use z:)f
ourchased or sarmed credits, are not publically disclosed.  NHTSA end ather agencies deorly understand thet
complionce plons ore protectad Confidertial Business Information {CBIL  Just os NHIBA does not require
manufacturers fo post fransaction prices for turbachargers, 8-speed transmissions, or battery packs, Volkswagen
sees ro reason to raveal purchase prices for credits. A manufacturer who infegrates compliance flexibilities, such
o8 cred?%s, within an overall compliance plon should not be required to reveol the finandial doin used 1o inform thot
infernal planning.

The NPM is not clear if these ofher entiies seeking ocoess to the finoncial dofa are other vehicle manufacturers
who would dlso be regultted by CAFE. If these enfities are other manufuciurers, then revealing ftmm:a f terms
would oppeor fo create o conflict os these manufachurers could then use the finandial information as part of their
planning or influence negofictians that they may enter info later with the other ﬂmﬂufurfumrc whao were forced to
divuige credit terms. Manufociurers corpele in the morketploce and occess to costs paid by other competitors,
aither for cradits or urbachargers, would give on advanioge.

i these entiies are not manufacturers, the current requlation aiready provides therm will full access to buy and then
later sell or refire credits. These ertities could gain access fo pricing infermation by engoging in confroct
negotictions with other entifies thet have credits 1o sell. Volkswagen does not feel this is an ineguitoble treaiment
in the marketplace s this outreach ond negotiation process is that same process Volkswogen, or any other
monufacturer would use when considering credit purchases or soles.  Another option is for these enfities io
manufacture light-duty motor vehicles that would then be regulated by CAFE and could then sorm cedits. By
parning credits through over complionce, these entities could then market the credits just like every other
ranulociurer wha chooses 1o design, develop and market o highly fuel efficient fleet of cars and trucks.

NHTSA olready publishes credif movements esch model year. This information already provides some market data

o entifies who may wish fo engage in buying and selling credits in the muarket. NHTSA hos never required, or
Pxpres»‘ed any interest in requiring, manufacturers to disclose sensitive and confidential financiod terras behingd these
sransactions.  Other agendies in the US involved in mabile source regulation with programs thot include credit
trading do not require aredi pricing fo be revealed,

In summary, fo reiterote, Vw kswagen does not supgort reguired public disclosure of sensitive and conf
finnncial data associoted with CAFE credits.
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Yolkswagen pmvzdeq the fallowing comments ko the NPRM regording high poione fuels

EPA sought comment on the mem;ci for higher aciane hlends in the US market and their effect on fusl economy,
g F g ¥

iy seeking comment onthe following lopics:

) How increasing fus! actane fevels would play a role in product offerings and engine technologies.
2} Ave there potertia] improvements 1o fuel economy and CO4 reductions fram higher oclane fusls?
;

i

What is on ideal octons level for mass-market consumption balanced against cast and potential benefits?
What are the negatives associoted with increosing the ovailoble ocione levels and, potenfially, eliminating
today's lower octane fusl blends?

Volkswagen believes that there are mﬁr«y factors thet go infe the deterrminafion of o new vehicle’s funchional
objecfives. Powertrain fengire size, combustion sirofegy, engine herdwore) and fuel availobilty are ust two.
Certoinly, It is well reporied that o higher ocione fuel ton enable higher compression rafios, innovative cambustio
strategies and further downsizing ond down-speeding.  These a*r(ﬁf’gm can arsl will hove o direct effert on
improving fuel economy, as lang os the new fuel comes swilly and includes a removn! of sub-high actone fusls
from the marketploce. Volkswager processes sirive fo ersure accepioble vehicle operation # owners fuel thelr
vehicle with {ourrently} sub 87 AR fuel. The gains are muted by this concern currently. The ability to saiishy regulotory
requirernents for the change in fuel ex ooy for different market fuels {+-3%) presents o challange with fuels like
hase in'the markel, Also, even though for some vahidles, cur Owner's Mcnuais require the use of Prernium fusl,
wensotion must be mads it colibrations 1o ensure that when these vebicles ore mis-fuslad with Regular, ar aven
sub-Regular Octane grodes, the owners are still provided with an aoceptable driving experisnce.

Wolkswogen considers the pm’*ww and blendstock of o higher octone fuel to be very important, Thers may be
several potential ways to achieve o high octane fuel that may be more costly fo the vehicle than others. Achieving
an £10 high octane fuel may mean a different hardware set thon on £20 or £30 high pdane fuel. Flirmination of
sub-grades of market fuel less than BYAKI quickly is very imporiant. I current B7 AKI and B5 AXI fusls rermain in
the market for backward compotibility (such os i an E30 were chosen os the HO fuel of the Tutwre), o robust method
at the fuel dispensing station ond incorporated info the fueling stafion equipment o pravent mis-fueling is necessary,
However, an E10 high octane pathway might hove far fewsr compatibility problerms and mi ight bring extro fusl

sconamy 1o the drivers of those current vehicles.
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